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EXECUTIVE SUMMARY

• The 1998 CLEC REPORTb,,1ItIIJl90rl Oil LoCI6I Td8eDMIIUIIIlctItlo1lS
COlllpdltlon by New Paradigm Resources Group, Inc. is Ilm! available.

• As discussed in the Report, CLEC revenues grew by over 1000,/0 during 1997. 1996
revenue growth had been nearly 70%.

• Data services and access lines sold were major drivers ofthis growth.

• CLECs continue their aggressive switch deployment plans. CLECs will continue to
implement these deployment plans during 1998.

• New CLECs with new ideas continue to drive industry expansion while established
CLECs continue to implement proven business plans.

(

• CLECs continue to expand their offerings to include local? long distance and data
~~. C

• To facilitate this expansion. CLBCs will continue to deploy Class 5 switches and
data switches.

• The Ninth Annual CLEe Report covers the tremendous change that occurred among
the CLECs during 1997. The R.eport is now 840+ pages long.

• The interexchange camet'S still found it tough-going to get involved in the local
exchange market as facilities-based providers. AT&T pulled the plug, for all
intents and purposes, on their local operations and then acquired TCG, while Mel
announced significant losses in their local operations.

• Cable operators, for the most part, still have not entered the local market in a
meaningful way as CLECs. They have, however, focused on high..speed data
services as compliments to their CATV service.
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INTRODucnON

This year's CLEC Report (our.4.1fII1UJl"'port on LocDl r."cormmmicatlo1fS COIrIpftltton).
captures ttemeDdous cbap that has oc:cuned. among the CLECs 4uriDa 1997. As reflected in the

tiles section ofthe Report. CLEC stralOIieS have cootiDued to evolve. while new compmies have
continued to emerae. As a resu1~ CLEe industry growth bas continued. to outpaCe all other sectors of
the broader telecommUDieations iDdusuy.

As subscribers ofour 1998 CLEC Report will see. our coveraae hu expaded with the CLBC
iDdustry. The Ileport is now 840+ pages 10DI and we expect to develop an update service to capture

e continuous change in this dynamic industry.

Our goal continues to be to provide our readers with thI most ctnrlJ1r6lwnstH lit ofdata and
iaformation on the eLECs. Tbis data 8Dd infoJmation is developed with an eye specifically on three
sets ofreedets: the investment commun.ny; the equipniG and softwlre manufacturers and.
iDcnuingly. the medium to lIrae end..uaers - poteGtial CLEC customers - seeIdni to learn more
about their local telecommunications service alternatives.

Our Annual CLEC Report is recopized IS the definitive source ofinformation on the CLE~s.

And, in onter to maintain that reputation in tbB face oftho continuous industry changes, we have
added staff'. developed extcosive databases and chaD&ed the format of the Report. All these
8Cljustm.ents have permitted us to stay on top ofdevelopments Bmona the CLBes.

lOR INDUSTRY CHANGES

The CLBC industry continues to grow at almost an exponen1W pBCCl, doubliDa cJurin& 1997.
Table 1below shows the aareaate CLEC growth for the essential industry parameters.

TABU 1:
cue INDUSTRY SNAPSHOT

Companies I
Total Reveue:
Network Route-Miles:
Voice Switches lDsta1led:
Data Switches InstaUed:
Access Lines:

78
$2.2 billion

47,061
139
Dla
nla
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W~~IOfII, ina.
cswcs.,,.,,.,, HoltJbcI, Irte.
CSIVC TlMCIIoa~ lite.
aweT~ lite.
SowIhwatT~~ LLC
CSWIICG C1toit:4ICDM LP
•PT_ r-"lnc.
Aecas~.LLC
~~ T.J.-.M1IIJIcatIOllS. Inc.
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!JGkoIa .,."....S)/I-.s, lite.
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EUA T~atiOl'lfC01'pOTfJIion
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sa", AIIJrnu Sy,n-.s ofA",.,lctl, IItC.
NSS NatkmtIl Stmuily s.tYit;c. lite.
AriIoINtIc Detection Syltnu, Inc.
AIIiMi.4UrIlU. Inc.
BeoC_JItC.
FtCN--BETG. LLC
CNS Mic,.owtlN. Inc. ("CM1'~
AEP COfIIIftWttcmions. LLC
YI,.",,1a PCS AIlIDnt:e. LC
Wcst Jltrril'aia PCS Allif,IftC, L.C.
Vmtpdf'd COIIIIfIunicQtION. Inc.
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~L.L.C.
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CQrDN.t
VPS COIffmWtil:dlioPIJ
DuUNM CQmmlUlicatiofll, Inc.
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CLEC COMPANY PROfILE CONTENTS

As bas become our pt1ICticeJ the profile section oftbe Amwal CLEC Report emntnes in detail
each company compris1na the overall iDduatry. The oripal reseI1'Ch ofNew Paradigm R.eIoutces
Gtoup.lnc. is preIIIlted in this section of the Report. This section allO seMlI U the foundation ofthe
malytical scetiona of the Report. Our CLEC Report is important in twO sipifical1t ways: (l) it
raearehos aD facilities baed CLBCSt (I1Otjust the PQbIicly-lDded compauies) and (2) it builds
information :fiosn the pouad-up (that is. we raearch and aDI1yse the individual CLECs and then
ag:repte our data to produce our industry-wide information and forecasts).

The extended profUes contain the followiDa intbrmatlon:

• Contact Information for each CLEC includiDa beldquarters, addmss. phone number and
fax number;

• Company owaership;
• Corporate oftlcen IDd directors;
• Compmy ...snapsbot"~ key opaating statistics;
• Netwolk locations md aperadOlll1 status;
• MIU:kets served. by 1he CLEC;
• Network parameters;
• Reported revenues for 1997 (or NPRO's estimates oftbese revenues);
• Other key information.

Again, we present these proftla wh:h an eye town providina fbrther insights into the specific
CLBCs for the investIDem community, equipment and software manufactuters (providiDg new services
to this industzy) aDd potential CLEC customers.

REGULATORY DEVELOPMENTS

M discussed in our R.eplatory Policy Chapter. 1991 wu a year offurther litiption over the
implementation of the 1996 TelecommnDieatioos Act. While the Act opened aU local DW'kets to
competition. battles are still waged over actually seeing that happen.

STATUS OF THE INDUSTRY

M noted above, the individual complfty data is collected and arsalyzed to aaess the overall
iudustry status and its propess relative to previous years. A bigh level summary of inclustry data are
shown in Table 1 on page 3. The disagrepted data are included in the exteDsi'V8 profiles contained
in the Report.

Two tiaures that yield particular insights into the drivers behind the eLSe industry are: access
liDes sold by CLECs and data switches deployed. These figures shed light on the direction these
companies are gomi as providers of the full range ofswitched services.

Page 9
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CLECs sold nearly 2 million access lines durina 1997 (essentially stIl't:inI at zero at the
. of the year). Aceeleratina this l*C is the cballenp facing CLBCs in 1998. The eLECs •

ability to IOn and deploy aeces& liDes will be used by the investment community as a proxy for their
~ility to capture and maintain market share.

The data switches deployed by CLBCs rc:f1oct these compIDies ability to quickly tap into (and.
help drive) one ofthe fastest powing sep1ents oltho telecommunications iDdustry. CLECs' revenue
(in agregate) derived from data switches grew by over 500% during 1997. The CLECs are well
positioned to grow their data service revenues even fUrther over the next three years.

NPRO expectS 1998 to be an extraordiDarily exciting year for the CLEC industry and the
interested observm. We expect ItOwth to cOlltiDlX. further consolidation and more new providers to
emerge.

•

1be inforalMiaa coa"ieI in theIe.., is bIIed ClIlIOW'Cel belMmel to be accUl1lll8 but not
...........by NPllG.~ fOI1I\WDt e:m.tjnd.-t " IN tubjot.t ill ....
Staffad~ofNPllG IDa)' barve "-ftciaI iDIelWt in ad may perfoml profMIIODI1services for
the COIDPIDitIIDtIItioDed ill tMIe IMWI......

CI998 New Paradigm Resources Group. Published Monthly. 12 S. Michigan Ave., Sill Floor,
Chicago. It 60603. Annual rate $299. Subscriptions (312) 980-7848. (312) 98()..4992 FAX. Editors:
Terrence L. Bunich and Craia M. Clausen. R.eptodue:tion is prohibited except by permission.
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BASKING RIDGE, NJ

AT&T

•STATE OF NEW ,JDISEY
BoarcI ., UtIIItIll

TwoG 'C.....
Newark. NJ 0"7102

AGENDA DATE: 5/15/98

TBLBCOMMONICATIONS

JOINT PBTITION OF AT&T CORP. AND
TlLBPORT COIMJNlCATIONS GROUP INC ..
FOR DBCLARATORY RULING THAT
THB BOARD LAClCS JtJRISDICTION OVER
TO AGRBBMBNT AND ~LAH 01' MBRGBR,
OR, IN TBB ALTBIUfATIVB I POR. APPROVAL
01' THB AQRBBMBNT AND PLAN 01' MBR.GBR

ORDBR

Docket No. TM98020050

SBRVICB LIST ATTACHBD

BY TBB BOARD:

on January 29, 1998, AT&T Corp. (lfAT&T") and Teleport
C~ic.tions Gr~up Inc. ("TOG") (collectively "Petitioners"),
filed a verified petition with the Board tor a declaratory ruling
tbat tbe Board does not have, or should not exercise,
jurisdiction ~r the traufer of control of TCQ to AT&T or, in
the alternative, sHJc1Dg autbor1ty to transter control of TCG to
AT&T pUrsuant to •.J.I.A. 48:2-51.1 and 48:3-7, and/or any other
p'rovi8iona ot Title 48 ct...d applicable by the Board. T~ i8 the
ultimate holding coatpany parent ot Teleport C~cat1ons New
York (IlT01YW) aDd TCQ Delaware Valley, Inc. (liTO] Delaware
Valley·), CC4IlMtitive carri.rs authorized by the Board &s public
utilitIes to provide caapetitive local exchange .ervice., private
line service., ,aDd intrastate interexchaDge telecommUnications
services within tb. State· of Rew Jersey. AT&T ill tbe parent
company of AT&T COIIIIIUDication8 of New Jersey, Inc. ·("AT&T-NJ" as
a public utility which provides competitive local exchange and
interexcbange telecommunications services in the State of New
Jersey ..

TOG is a Delaware holding comPany with headquarters at One
Teleport Drive, Staten Island, New York 103],1. According to
Petitioners. TOG was the first and remains the largest provider
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of competitive local exchange services in the 'United States. TCG
18 the parent, directly or indirectly, of a number of competitive
carriers that operate (acilitiea-ba8ed local exchange networks in
57 lDIlrkets in 31 states, including New Jers.y. TOO is the sole
stoekl101d.r of TOO New York, Inc. ("TCGNY"). TCGHY is the Bole
stockholder ot TC New York Holdings I, Inc. and TC New York
Holdings II, Inc., all of which are Delaware corporations. Tan
i8 a New York partnership which, is wbolly-owned by TC New York
Holdings I, Inc. aDd TC New York Holdings II, Inc. Thus, TCGNY is
the corporate parent of TOfY and TCG is the corporate holding
company of both TQfY and TCQNY. Pursuant to the Board's Order of
Allm'oval , dated June 20, 1996, in Docket No. TX95100S01, Tort is
authorized to provide faciliti•• bas.d local excbaDge and
facilities-ba.ed intrastate aDd interexcbange telecommunications
in the State of New Jersey. 1 Tea' s operating aub8id.iari.a also
provide interstate and intemational telecQIIIIlImi catione service.
aa non-doIIl1nant CoaDQD canier8 pursuant to authority of the
'aderal CoaIIunicationa coa.1aaiol1 ("PCC"). Adc:U.tional1y, TCG
cont.rols, through a wholly owned subaidiary, f1Xed microwave
lic8l18e. in over 200 markets nationally, including portions of
Hew J.rsey, that provide an altemative faciliti.s-based method.
to reach customers.

Petitioners .upplied rec::ent information conc.rning TCG,
1nclud1~ Tea'. most recent Ileport 10-It, wbich contains
COIIIPrehensive inforctatiOJi CD TCG'. financial statWl, operations,
_aagement, aDd servic.. According to Petitioner., this
1D.formation, a10Dg wit.h infO~tiOD cODcemiDg the legal,
technical, lDIU1Ilgerial, an4 fiDancia1 qualification. of TCG that
was provided with ita application for certification, filed with·
this .card in Docket ROs. TX951005010 aDd TM96120829, dtnDODlltrate
tbat TCQ, TafY and TCG Delaware Valley po••••• the legal,
tecbnical aDd financial qualification. to offer

1~t to an Order AC agproyal., elated Pebruary 3, 1997,
in Docket No. 1M96120829, the Board authorized TCG to purchase
100 per cent of the capital stock bolcUng ..atern Tele~ic

Corporation, which has since been re~ TCG Delaware Valley,
Inc .. Bastern TeleLogic bad previou.ly received authorization to
provide local telecommunicatione services in the State of Ne.
Jersey.

- 2 - DOCKBT NO. TM980200S0
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-telecommunications services to the public.

Petitioners also state that on January 13, 1998, ACC Corp.
("ACC") filed'a notification letter with the Board, advising that

TOG had entered into a definitive merger agreement with ACe
Corp., wbich holds interexchange resale authority from the Board.
The ACC/TCG Merger Agreement is independent of the subsequent
AT&T/TOG Agreement. The acquisition of ACC by TOG was closed on
April 22, 1998. Petitioners request that should the Board
exercise jurisdiction over the acquisition of TOO by AT&T, the
Board should declare that it does not have jurisdiction over the
indir.ct acquisition of ACC by AT&T through its acquisition of
TOO, or in the alternative, approve that transaction and
incorporate and include permission for the indirect acquisition
of ACC by AT&T through its acquisition of TCG.

AT&T Corp. i8·a New York corporation with headquarteJ;s at 32
Avenue of the AlDerica., New York, New York 10013-2412. AT&T on
its own and through a number of subsidiari.s i. authoriZed to
provide domestic and international telecCX1lllUDications serv~c.8

throughout the United States. In New Jersey, AT&T'8 operating
sUbsidiary, AT&T-lfJ, provides local exchange and interexchange
telecommuaications throughout New Jersey. The.Board in its JUne
20, .1996 order At Agprgyal, Docket No. TB95120653, authorized
ATr.T-NJ to provide local exchange service in New Jersey subject
to the suJ:ni.sion of tariffs. AT&T'S operating subsidiaries are
also authorized by the PCC to provide doaaest1c interstate and
international services in all 50 states and the District of
Columbia.

Petitioners also included recent information concerning
AT&T, inclucling ATilT'. most recent Report 10-It, which contain.
cOlllPrehenaive :1D.fox..tion on ATilT's' f~nancial statu., operations,
MDag'tIDIIII1t, aDd s.rvices. Additionally, the Board in its June 20,
1996 prder AC'lgprQVal, con~luded with respect to AT&T New Jersey
that "by ita _y yean of ~ervice to New Jersey customers as an
interexcbaDge ca~ier, ATr.T has demonstrated its financial
viabi11ty and ready a~ce.8 to the capital necessary to fulfill
its obligations~ It has also demonstrated the technical and
management expertise nece.sary to fulf11l its obligations to
provide sate, adequate and proper service pursuant to •. J.B.A.
48:2-23." ,etitioners request that this finding be incorporated

...
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by reference in this docket. Petitioners also contend that AT&T
as the country's largest telecommunications company, clearly ha~
the requisite technical, managerial, and financial qualifications
to acquire control of TOG.

As set forth in tbe petition and exhibits, TOG and AT&T have
executed an Agreement and Plan of Merger ("Agreement"). The
proposed transaction is structured as a merger in wbich TA Merger
Corp., a neWly-formed Delaware SUbsidiary of AT&T created
specifically for the purpose of consummating the transaction,
will merge with and into Tea, with TCG being the surviving
entity. Inmediately following the merger, AT&T expects, that TOO
will begin offering services principally under the AT&T brand.

At the time of the merger, shareholder. of Tea will receive,
in exchange for eacb of the issued and outstanding shares of TOG,
0.943 sbares o~ AT&T common stock a. specified in the Agreement.
Therefore, according to Petitioners, the propo.ed merger will
result in a change in the ultimate owners of Teleport
C~ications Group Inc. but will not involve any i~ate
cbaDge in the manner in which TC'NY and TCG Delaware Valley
provide service to He. Jersey customers. Petitioners indicate
that the services currently being provided by· TCNY and TOO
Delaware Valley will continue to be offered pursuant to tariffs.
Moreover, as state<1 in the petition, following the merger, TOIY
and TOO Delaware Valley will continue to be led by a te.. of
qualified telecaa-m:t cations managers including existing TCG
personnel. Therefore, Petitioners contend the merger will bave no
negative impact on Taft or TCG Delaware Valley'S c:ustOlll8r8 in
teJ:1llll of the 'service. tbat they receive and AT&T, TCNY and TCG
Delaware Valley will baDor all commitments 'to TOG's existing
customers. Alao, Petitioners further state this transaction will
not iDIIUIdiately iq')act the employees of TCNY and Teo Delaware
V~lley aDd ta expected to aid the growth of AT&T 1 s local service
offeringa. .

Further, Petitioners state that after the proposed
transaction, TCNY and'TOG Delaware Valley will also continue to
offer their local customers a choice of long distance carriers,
in compliance with their obligations under Section 251(b) (3) of
the Telecommunications Act of 1996 .

• I
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According to Petitioners, AT&T intends that TCG will become
an important part of AT&T's facilities-based local exchange
service offerings, and plans over time to integrate services
being prOVided. by TCG with other AT&T local exchange services
such as 'AT&T Digital Link Service, which is currently being
ottered in New Jersey. These services will be marketed
principally under the AT&T brand name as part of a broad range of
telecommunications services, including long distance and enhanced
services.

Petitioners contend that AT&T's acquisition of TOO will
clearly and demonstrably benefit the public interest in increased
competition in the market tor telecommunications services in New
Jersey. Petitioners state it is critical to AT&T's ability to
provide robust compe.titive local exchange services that AT&T have
alternative local infrastructure available to it and within its
control and. management. As stated in the petition, AT&T expects
that tbe acquisition of TOG will accelerate and expand AT&T's
provi.ion of facilities-based local excbaDge service, primarily
to buaine.. customers and to multiple dwelling units ~n high
density markets currently served by TCG. AT&T also expects that
the acquisition of TOG will enhance AT&T's ability to provide
end-to-eDd service·to broader cla.s.s ot customers.

In its request for a declaratory ruling, Petitioners contend
that under H.J,S,A. 48:2-51.1 or any otber statutory prOVision,
the Board do•• not bave jurisdiction to review and approve the
tr..fer of control of TCG to AT&T. Specifically, Petitioners
argue that H.J.S .A. 48: 2-·51.1. does not apply becau.e there will
be no cbaDge, directly or indirectly, 111 the owaership or control
of .TCNY or TOG Delaware Valley, the subsidiary Ne. Jersey
utilitie., since .the .01e ownership and control will continue to
be vested in the current ·parent entity, TCG.

It 1. tba Board'. vie. that H.J.S.A. 48:2-51.1 gives it
clear autbority to review direc::t and. indirect proposed changes in
control of He. J,rsey operating utilities. R.J.S,A. 48:2-51.1
provides in pertinent part as follows:

No person shall acquire or seek to acquire control 'of
a public utility directly or ind.irectly through the
medium of an af~iliated or parent ~orporation or

. ,
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organization, or through the purchase of shares, the
election of a board of directors, the acquisition of
proxies to vote for the election of directors, or
through any other manner, without reque.ting anei
receiVing the written approval of the Board of Public
Utilities. .

In this case, while TCRY and TOO Delaware Valley under the
proposed transaction will remain under the control of a company
named TOG, this matter iavolves a complete tran8fer in control of
TCG, with AT&T .s the new owner. As a result, the proposed
transaction will involve AT&T's acquisition of control of TCNY
and TOG Delaware Valley, both public utilities in New Jersey.
Therefore, the Board rnms and rprrQ.tmp that Petitioner.,
pur8uant to B. J . a .A. 48: 2. - 51 . 1, lDUIIt gain Board approval of the
proposed transaction before the closiug.

eon.i.tent with the Board'. statutory authority UDder
•. J.SrA. 48:2-51.1, tbe Board reviews propo.ed traaafers of
control of companies which are, tbe corporate Parents of New
Jeney public utilitie. in order to -.ke sure there will not be
an a<ivene impact upon the financial integrity of the utility and
to ensure that said utilities will remain in a poaition to
provide safe, adequate and proper ••rvice to cU8tomers. In
keeping with the specific requirements ot NeJrS.A. 48:2-51.1, the
Board. ha. reviewed an4 evaluated the proposed transfer of control
to a••••• the iUlpact of the transfer on cOlllPetition, on the
employe.. of the public utilitie., aDd on the continued provision
of .afe and adequate .ervice. at jU8t and rea.onabl. rat••.

The Board not•• that tbe proposed traaefer of control
involve. companie. who•• retail -.nd wbol••ale interexcbange
••rvice. aa4 openticma in Ifew Jer••y are subject to cOIIIP.tition
fram the DaIU'OWI re..le and facilities-based interexcbal1ge
carriere ~ting in the State. With re.pect to local exchange
service, 1D addition to TQfY and TCG Delaware Valley., the Board
baa approved certi~.icati~ of lS other campanie. to provide local
exchange service .in New Jersey. Therefore, the Board believes
that there is no ba.i. to conclude that the proposed trans.ction
would have an adverse impact on competition in the marketplace.

With regard to employment levels, Petitioners forecast

. ,
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continued growth in TOG's operations because, as stated by
'petitioners, following the traD8ter, it will become part ot the
local service operations ot AT&T. Therefore, the Board finds that
the proposed t~an.ter will not have an adverse impact on
emplOyment in New Jer••y.

The Board a180 finds that there will be no adver•• impact on
the rates and other terms and conditions ot .ervices available to
New Jersey consumers. As explained above, the Petitioners state
that TCHY and TOG Delaware Valley will continue to ofter services'
under the terms and conditions UDder which ••rvices are currently
provided. Moreover, given the numeroU8 facilities-based and
re••le inter~change carriers currently offering services
throughout the State, and the presence ot the inC\Dlbent local
exchange carrier and in SOlD8 instance. new cClIIIpItitive local
excbange carriera in the are., the cc.binec1 cOIIPUY will bave a
lignificant incentive to .Iure ,the continued provision ot aate
and adequate service and to ensure that rates ~in competitive.

In vi... ot the foregoing, the Board rxmw that the proposed
transaction ia in aceordance with law and. is not contru-y to the
public interest. Theretore, the Board mm QRnn' that ,
Petitioners be and are 'Rm AIlI'IIQIXDP to transf.r the control
ot Tal'Y and. TCG Delawar. Valley in ccmforMllce with the
agreements and proposed transactions as descriDec:1 in the
petition. The Board'. authorization herein exteDda to the
proposed corporate reorganization to occur llUb8equent to the
proposed tranafer of control, inclucU »g the iI1d1reet acquisition
of ACe COrp. Tbe Board'. autJlor1utiOll herein i. also contiDgent
on· final Depart.-nt of .Juetice (DOJ) and Pe4eral ce.mmications·
Caa-is.ioa. (PCC) approval, it applicable. Sbould the- DOJ or pee
determine that tb8 merg.r would adversely affect competition or
ather a.,.ct. of t.lecoaaunicationa ••rvice', the Boaxd re••rves
the righ~ ~.0-....1n. the authorization granted herein to
determiJle'-1dIetb.er furthe~ proceedings or other action is
nece.sary.

The Board pIpers Petitioners to eomply with the following
requirements:

(1) petitioner. shall obtain all nece.sary federal
regulatory approva~s, if ap'p~ic~le, and notify

, .
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the Board with regard to any determinations
relating thereto; and,

(2)' Petitioners shall promptly notify the SOard upon
tbe C108ing of the traD8action, and any other
taterial developments regarding this transaction
which may affect the New Jer.ey ayat... should be
promptly brought to the Board's attention.

DATID,4 /10l'f'ftJ BOlUlD OF PUBLIC UTILITIBS

ATTBS •
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PENNSYLVANIA
PUBUC UTILITY COMMISSION

Harrisburg, PA 17105-3265

Public Meeting held April 30, 1998

Commissioners Present:

John M Quain, Chairman
Robert K. Bloom, vice Chairman
John Hanger
David W. Rolka
Nora Mead Brownell

Joint tppIk;ation ofAT&T Corporation and Teleport
UJIIII1UltcadOM (huuv, L~. for appt'OYI1 ofo.gNelMftt
aM plan ofmerger whereby (.nntml nfTclcpon
Communications Group, Inc. win be transfemd to AT&T
Corporation.

OPINION AND ORDER

BY THE COMMISSION:

A-) lUlU NJUOb

A-1I02.'8 '0004

On January 29, 1998, AT&T Corporation (AT&T) and Teleport

Communications Group, Inc. (TeG) filed the above-dodc«ed appJicltion putSUant to

Chapter 11 oftile PennsyMuia Public Utility Code, 66 Pa. C. S. II 1101. It•. The

applicants are requestina approval of stode transactions culminating in the change of

control ofl"(;(j to A't&T. A copy of~ .ppliA..w~nwas scrwd upon the Oftice of

-Consumer Advocate and Office of sroan Business Advocate. NQrice was required. The

protest period ended on March 14, 1"8. N" plUl.cal$ were 'I'eCOivad.

Teo controls two competitive local exchange carriers, TCO Pittsburgh,

Inc. (TCG Pittsburgh) and TeG Delaware Valley (Teo Delaware VaDey). rCG's other

jurisdictional Pennsylvania utilities are ACe Long Distance ofPennsylvania CorP. (ACC-

- 1-
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PA) and ACC National Telecom. Inc. (ACe National). As a result of the transfer, TCG

Pittsburgh, TeG Delaware, ACC-PA and ACC National will be controlled by AT&T.

AT&T on its own and through operating subsidiaries is authorized to

. provide domestic and international telecommonications services throughout the United

States. In Pennsylvania, AT&T's operating subsidiary is AT&T Communications of

Pennsylvania, Inc. which is authorized to provide local exchange and IXC services. After

the proposed merger, AT&T Communications ofPennsylvania, Inc. will continue to be

controUed by AT&T.

To efIilctuatc the transfer of contro~ AT&T bas created a wholly-owned

subsidiary, TA Merger Corp. Pursuant to an Agreement and Plan ofMerget' by and

among AT&T, TA Merger and TCG dated January 29, 1998. TA Merger Corp. will be

merged with and into TeO. TCG will become a wholly-owned subsidiary of AT&T and

TA Merger Corp. will cease to clOst. The surviving corporation will continue under the

name ofTe1epon Communications Group, Inc. and will cODtinue to be the parent ofTCG

Pittsburgh, TCG Delaware, ACC-PA, and ACe National. Ultimate control ofthe

'ennsylvania ulilily ».Cfi~ ufTCG 1l¥ill~ held by AT&T.

At the time ofthe meraer, sbarebolders ofTeG wiD receive. in exchange

for each iaaued and outstanding sbare ofTCG, shares of AT&T common stock according

to a formula agreed to by the parties.

Applicants have affinnatiYely demonstrated to t~ 88tisfaction of

Commislion staff that the proposed tnefBet' is in the public interest in that it will promote

compe!ition among providers oflocal and interexchange telecommunications services by

combining the financial resources and managerial skills and experience of AT&T and TCG

in providing telecommunications services to the public. The transfer win be virtually

transparent to PennsylvlUlia CUSlOlll4::1~, wltu will wlIl~I'Ue to ~eeive seMOCG puroucmt to

tariffs CUlTently on file with the Commission.
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Our review of the subject applical:ion leads us to conclude that the

proposed transfer is necessary or proper for the service, accommodation, convenience, or

. safety of the public, and that the joint application should be approved; TR!REFORE,

IT IS ORDERED:

1. That the application for the approval of the transfer ofcontrol of

Telepon Communicati9DS Group, Inc. to AT&T Corporation is hereby approved and that

a certificate of public convenience be issued evidencing said approvai.

2. That within 30 days following the consummation ofthe transactions

approved in Ordering Paragraph No.1, above, Teleport Communications Group, Inc.

notify this Commission of the effective date of the change ofcontrol.

BY TIlE COMMISSION

(SEAL)

-0ItDEll ADOPTED: April 30, 1998

OWER ENTERED: ftAY 01 •
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(VT Case No. TCG Merger!6070)

STATE OF VERMONT
PUBUC SERVICE BOARD

Docket No. 6070

Joint petition of Teleport Communications Group,
Inc. and AT&T Corporation for Approval of
Agreement and Plan of Merger

)
)
)

Order entered:

INTRODUCTION

On January 30, 1998, Teleport Communications Group, Inc. ("TCG") and AT&T

Corp. ("AT&T") (collectively the "Petitioners") filed a joint petition ("Petition") seeking

approval from the Vermont Public Service Board ("Board"), pursuant to 30V.S.A. §§ 107,

109 and 311, of a transaction whereby AT&T will acquire control of TCG.11 AT&T is the

holding company parent of AT&T Communications of New England, Inc., a nondominant

carrier authorized by the Board to provide intraLATA and interexchange telecommunications

services in the State of Vermont.

On April 23, 1998, the Vermont Department of Public Service ("DPS" or

"Department") and the Petitioners jointly filed a Stipulation and Proposal for Decision

recommending that this Petition be granted.

The Board has reviewed the Petition and accompanying documents and agrees that the

Petition should be approved without a hearing.

FINDINGS

1. TCG is a publicly-traded Delaware holding company headquartered in Staten

Island, New York. TCG is the first and largest competitive local exchange carrier in the

United States. TeG is the parent, directly or indirectly, of a number of nondominant carriers

1. The Petition also sought Board approval pursuantto 30 V.S.A. § 108(a). However, the parties have

stipulated that this Petition satisfies the requirements of 30 V.S.A. § l08(b). and that accordingly § 108(a)
approval is not necessary.

II
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that are authorized to provide a comprehensive array of local and long distance

telecommunications services to customers in 33 states. TCG does not, however, currently

have any subsidiaries operating in Vermont or holding any authorizations from the Board.

Petition at 2-3. On February 20, 1998, in Docket No. 6034, the Board approved a Joint

Petition of TCO and ACC Corp. (IfACC") for Transfer of Control of ACC to TCO. ACC is

the holding company parent of ACC Long Distance of Vermont Corp ("ACC-LD"). While

Petitioners anticipate that the TCOIACC transaction will close prior to the closing of the

AT&TrrCG transaction, the two transactions are independent of each other. [d. at 2.

2. The financial resources of TCO were demonstrated in TCO's consolidated

financial statements for the years 1992 through 1996 (attached as Exhibit A to the Petition).

TCG's annual revenues have grown from in excess of $57.2 Million in 1992 to more than

$267.6 Million in 1996. As of June 30, 1997, TCO had assets in excess of $2.1 Billion.

Petition at 3.

3. AT&T is a New York corporation with headquarters at 32 Avenue of the

Americas, New York, New York 10013-2412. AT&T-NE is authorized to provide intraLATA

and interexchange telecommunications services in Vermont pursuant to certifications granted

by this Board on December 13, 1988 in Docket No. 5261. AT&T, on its own and through a

number of subsidiaries, is authorized to provide domestic and international telecommunications

services throughout the United States. W~th its substantial financial resources, and by virtue

of its experience as a provider of high quality, integrated voice, data and video transmission

services, AT&T is qualified to acquire control of TeO. Petition at 3.

4. The financial resources of AT&T were demonstrated in AT&T's most recent Fonn

lQ-K (attached as Exhibit B to the Petition). Additional information concerning the legal,

technical, managerial and financial qualifications of AT&T and AT&T-NE were provided with

a petition to amend AT&T-NE's Certificate of Public Good, filed with the Board in Docket

No. 6022, which petitioners have incorporated in the instant proceeding by reference. Petition

at 4.

5. TCO and AT&T have determined that they will realize significant economic and

marketing efficiencies by establishing TCG as a wholly owned subsidiary of AT&T. Petition

at 6.


